


Institutional Archive of the Naval Postgraduate School 





Calhoun: The NPS Institutional Archive 
DSpace Repository 


Theses and Dissertations 1. Thesis and Dissertation Collection, all items 


1962 


A survey of Latin America and the Alliance for Progress. 


Burnham, Paul 


http://ndl.handle.net/10945/13230 


Downloaded from NPS Archive: Calhoun 


| Calhoun is the Naval Postgraduate School's public access digital repository for 
_ (8 D U DLEY research materials and institutional publications created by the NPS community. 
«ist iL Calhoun is named for Professor of Mathematics Guy K. Calhoun, NPS's first 


" \ KNOX appointed — and published -- scholarly author. 
| inp 
, LIBRARY Dudley Knox Library / Naval Postgraduate School 
411 Dyer Road / 1 University Circle 
Monterey, California USA 93943 





http://www.nps.edu/library 


i. 


| 88841 


NPS ARCHIVE 
1962 


BURNHAM, P. 


UNITED STATES 
NAVAL POSTGRADUATE SCHOOL 


Mh 





“ty, 
\ POSTEn Z 
ann oe Seay, 
Wse* iH "eS 
. = 
Ve ss S aS 
S5° 22 WS SSS 
S soy, eS 
= Sten a Oy N 
Sere. LE ~ “s 
=S 00 0 70S 0 SW 
Se Merry, Nea 
rT | 
ZINN 
THESIS 






A SURVEY OF LATIN AMERICA AND 





THE ALLIANCE FOR PROGRESS 


By 








Paul Burnham 








AVA LE POS STGRADUATE SCHOO! 
ary MEY CA 93943-5109) 








A SUPVSY OF ERVIN sxe lCA AND 


e 
4 
| 
~4 
t+ 
3 
“aj 
O 
“oO 


L 20s st ers’ 


Saul surnhnem 

Rilevteranit,eUe ted ote ves ayy 
The nations conori sing Latin America are in varying degrees 
underdeveloped. In their quest for economic development, 
Retimennerweans Can Gasily Tabl vorey to the aeonvsaeone. 
mises of communism. The United States has, in recoenition 
of this voroblem, entered into an Alliance for Progress with 
the Latin Countries. Tne Alliénce for Progress, coupled 
with the Act of Bogota, is a bold new vrogram designed to 
helo the Latin Americans nelvo themselves toward economic, 
peltugecwoaenG SOCL21L well beings. In @galy zines eocwic. a 
Pore toils roe ram this voaper is concerned With curren Socioe- 
Secogonic conditions in Latin America, the provisions, of eune 
Alliance for Progress, and the machinery for implementation 
Of the Alliance for Progress. Hmpn&sis is placed on tne 
need for social change before gny program or economic aid 
can be successful. Consideration is given to the fect that 
L@tins have a culture which is different from ours: and, 
consequently, we must expect tnem to adopt a system which 
4s suitable for their own needs and not neccessarily a 


mirror image of ours. 
May 1962 
Master of ence in Management 
Navy Management School 





A SURVEY O* LATIN AMERICA AND 


TEs ALLIANCE FOR PROGRESS 


ee H *e & 


A Research Paper 
Presented to 
the Faculty of the’Navy Management School 


Ueoemiacval -CSucraduace, oc 1008 


xX He % 


toe Parwia: fultaliveny 
of the Recuicements for the Degree 


Master of Science in Management 


oe ok IE 


DY 


Paul Burnhan, LT, Us 
Li 
May 1962 


a 







(AVS Ao 


AGGe 


> 
F i” 
\ 72) ee Pe {* 

sry tf 7 e ~ 
2 






TABLE OF CONTENTS 


ride Dat 
L. INTRODUCTION . .« . « 
Ti. CORDITION“S IN LATIN AERC. 
Suondarc. Ol GA Van2 ). 5) cs) 


(Mic and -rovpilen =. We 


A 


Tne Pattern oz Hconomic Activity 


(ieee POP RE .. 
iitjuersey | Be Ao ws 14 
he Population Exsolosion . 
The Class Structure a > 
The Crucial Middle Class . 
The Dominance of Change . 
Rising Aspirations . 
IV. THE ALLIANCE FOR PROGRESS 
Pasv Aid to Latin America 
romoting Social Change . 


TRCSACimenrasOfOue, ca Mis 


The Alliance—-The Promise of the 


Wo SCOR C RS tO s5. 8 eae. 


some Aspects of Implementation . 


Probability of Success 


SELECTED DIDEEOGRAPHY — y «. % 


Future 


PAGE 


WI 


1 


10 
5 
ee 
ee 
25 
26 


28 





pls 


VII. 


WACIEIE 


IBS 


XI. 


Latin Amevica: 


Latin America: 


Soi Anerics: 


LIST OF TASLES 


Hatilonal Income and Product, 1958 . . 


Ponilavion Characteristics . . . . 


ixvort Denendciuce on Single Commodities — 


~~ 


(19571059 Averace) . «. « «§ = «© = eee 


Area Distribution of Latin American Trade, 1957-59 A 


Latin Anerica: 
Latin America: 
(1953 = 100) 
Latin America: 
ications . 
avi America. 


hou mer1 Ca: 


Expenditure on Educavion Compared with Defense Expendi- 


ture, 1958 


International Trade-j—195& s. Saeae 
Cost of Living Indices 1950-1960 


nelectcd Hconomic Characteristics, Commm-= 


Selected Economic Characteristics, Industry 


Extent of ITiliteracy and National Budget 


Net Long Term Capital Flow to Latin America From U.S.A. 


Private Sources and the World Bank, 1950-1959 a 


PAGi 


14 


16 


nee 


ANS) 


20 


ell 


Zo 


52 


U. S. Economic Aid to Latin America Fiscal Year 1946 Through 


1960--Obligations and Other Commitments . 





ee 
2. 


CHAPTER 1 
INTRODUCTION 


Since the end of World War II the United States has been pre- 
occupied with the problem of advancing world communism. Billions of 
dollars of economic and military aid have been distributed to various 
areas of the world in an attempt to provide some measure of improve-_ 
ment in conditions in the hope that the onrushing tide of world com 
munism could be stopped. Europe has been rebuilt from the ee: of 
war and is now a thriving area. Japan has been rebuilt and has made 
great progress. Much aid has been poured into countries with various 
degrees of success. Our aid has not seemed to accomplish its objec- 
tive in Southeast Asia, and yet it goes on. 

In all of this period, until just recently, the United States 
has appeared to be concerned about every part of the world except its 
own hemisphere. The United States has been satisfied to assume that 
the Monroe Doctrine and Roosevelt's Good Neighbor Policy, along with 
the collective security agreements of the Organization of American 
States, would keep Latin America free from foreign domination and 
world communism. Little has been done to aid Latin America in this 
time of cold war, and now the results of this neglect are starting to 
appears 

The rise of the Castro regime in Cuba, coupled with a feeling 
of ill-will toward the United Stehoe wa the part of many Latin Amer- 


icans, has awakened us to the fact that the cold war has moved to our 
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doorstep. The international communist movement is making a monumental 
drive to convert the people of Latin America. As a result, the United 
States has taken a "new look" at its policies toward Latin America, and 
some ambitious new plans have taken shape. This new approach to our 
policy was first embodied in the Act of Bogotdé of September 13, 1960. 
With the inauguration of President Kennedy the spirit of the Act of 
Bogoté has been further extended, and the United States has entered 
into an "Alliance for Progress" with the Latin American countries. 

The Alliance for Progress, adopted August 17, 1961, has as its 
purpose "...to demonstrate to ie aati world that man's unsatisfied 
aspiration for economic progress and social justice can best be achiev- 
ed by free ee ee a framework of democratic (ng eee eee 
It is a bold new ten year plan, envisaging at least twenty billion 
dollars, which is designed to bring Latin America into the modern age-—- 
the twentieth century. 

It is the purpose of this paper to: (1) look into socio-eco- 
nomic conditions in Latin America and thereby reveal its needs, (2) 
analyze the Alliance for Progress to determine if it meets these needs, 
and (3) study the machinery for implementation to determine if it is 
geared to truly attain the goals of the alliance. 

The United States, if it is to survive as a nation of freedom 


and abundance, can no longer remain short-sighted in its international 





+ sohn F. Kennedy, "Alianza Par Progresso," The Department of 
State Bulletin, XLIV (April 3, 1961), 471. 





responsibilities. It is true that we must control the growth of 
international communism, for if we do not we shall perish. By virtue 
of our abundance we have another duty, and that duty is to help the 
poverty striken and oppressed peoples of the world to attain the 
dignity and spiritual, material and intellectual fulfillment which has 
always been the goal of our civilization. We must look beyond the 
immediate problems of our security in the administration of aid; be- 
cause our ultimate security will depend on the advancement of mankind 
who, through free institutions, can exist in friendship and coopera 
tion. This will not be possible until the disparity between peoples 
is narrowed. The Alliance for Progress is a massive step in this 
direction, and its importance cannot be ignored. 

Emphasis is placed in this paper on the need to recognize the 
social aspects of advancement. It is necessary to realize that many 
of the institutions of the underdeveloped countries operate in a way 
to prevent progress. Any aid program, if it is to be successful, must 
be based on a realization of the existing social culture, and it must 
operate either to take advantage of this culture or to change i In 
assessing the value of any aid program it must be remembered that values 
of the United States aire not necessarily those of other peoples. Any 
attempt to force a separate and distinct culture into an exact mold 
or replica of the United States is probably doomed to failure. The 
goals of the United States should be, in our aid programs, to help othes 
achieve freedom and well-being; and if their particular culture dic- 


tates that some mixture of free-enterprise or methods of solving 





problems are somewhat different than ours, it must be respected. 





CHAPTER IT 


CONDITIONS IN LATIN AMERICA 


standard of Living 

The area termed Latin America comprises some sixteen per cent 
of the land surface of the earth. _it is rich in natural resources 
which are awaiting development. Latin America as a whole is blessed 
with almost every metal and mineral known to man. The land ranges 
from fruitful plains, to jungle, to desert, to rugged mountains. There 
are millions of acres of forests which are yet to be exploited. Rivers 
are yet to be developed for navigation or for hydroelectric power. 
This vast See of almost eight million square miles supports six per 
cent of the world's population (188 million more or WEE a 

Latin America is ee of twenty different countries, each 
with its own special problems, culture, racial mixture and type of 
government. While one must exercise caution when referring to Te 
America as a whole, there are some characteristics which are generally 
descriptive of it. Much of Latin America may be included among what 
have been named the underdeveloped countries of the world. In general, 
these are recognized by three distinguishing characteristics: 


In the first place, industrialization is either nonexistent or in 
its earliest stages....secondly, the standards of living there, 


“Hubert Herring, A History of Latin America from the Beginnings 
to the Present (New York: Alfred A. Knopf, 1961), p. 15. 
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frequently expressed in terms of gross national product per capita, 
are relatively low. Finally-—-and perhaps most_significantly——these 
areas are theatres of remarkably rapid change. 

Latin America is typical of many underdeveloped areas in that 
there are a few extremely wealthy people and a mass of poverty striken 
people. The average income per capita in Latin America is about $300 
per year and varies roughly from a high of $790 to a low of $70 (see 
Table I). These figures are for the average income per capita and 
are misleadingly high. Since in each country a few people are rich 
and many are poor, the average income—low as it is-——is higher than 
the median income. 

Latin America is not a land of fiesta and romance as some peo- 
ple would still believe. A large proportion of the people live in 
unbelievable poverty. There is a lack of sewage facilities, elemen- 
tary sanitary facilities or hygiene. People live in windowless mud 
huts with no floors, often huddling together with pigs, cattle, chick- 
ens or dogs to sleep. One author has described the most commonly 
found peon or small peasant dwelling as: 

eeea miserable one room hut built of mud or straw, which serves 

as a bedroom for the people and a corral for the animals. The 
Sanitary conditions are simply inhuman. The children sleep on 
filthy straw mats laid on the floor. Promiscuity is evident every- 
where, the children being free to observe their parents! intima- 
eles. Purified water, artificial lient, latrines, etcer, are encire- 


ly lacking,,as are the most elementary ventilation and heating 
facilivies, 


George I. Blankston, "The Aspiration for Economic Development," 
Annals of the American Academy of Political and Social Science, 334 


(March 1961), ll. 


‘Ceorge Soule, David Efron and Norman T. Ness, Latin America in 
the Future World (New York: Farrer and Rinehart, Inc., 1945), p. 35. 











Country 


Argentina 
Bolivia 
iniae Aa th 
Chile 
Colombia 


Costa Rica 


Cuba 

Dominican 
Republic 

kceuador 


El Salvador 


Guatemala 
isle algemh 
Honduras 
[exico 
Nicaragua 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 


LATIN AMERICA: 


National Income 


268,410 


976,500 
2,315,000 
12,054 
P2025 
Peale 


10,088 


549 


586° 
101,800 


15,475 
25,050 


16,674 


NATIONAL INCOME 
AND PRODUCT, 1958 


le ee en ee 


Gross National Prwaite: 


National 
Currency 
(millions) 


317,110 


1,260, 600 
2401345000 
14,200 


2,450 | 


2,569 


645 
a2 OL) 
1,548 
638 


687 
114,000 
aly OS: 
335110 


alo 





Uaioe. 
Dollars 


per 


Capita 


513 
zai 
156 
484 
173 
407 
397 


247 
180 
254 
180, 

72, 
194° 
282 
205 


“Por 1957 


Source: 


Hubert Herring, 
Beginnings to the Present (New York: 


A History of Latin America from the 
Alfred A. Knopf, 1961), p. 2c. 


Based on data in United Nations and International Monetary Fund Puoli- 


cations. 


For qualifying notes see the source. 





The filvn and poverty experienced in much of Latin America 
leads to diseases of every type which weaken the people and add to 
their misery. Tuberculosis, malaria, pneumonia, intestinal diseases 
and others take a cruel toll. Physicians and hospitals are reserved 
for the priveleged few. For instance, in Bolivia, there is one physi- 
clan for every 3,850 people, and scarcely more than two hospital beds 
for every 1,000 (see Table II). 

The illiterate masses take their sick to village curanderos, medi- 
Cine men, and buy magical herbs and strange charms in the market— 
the foetus of-a llama, stirred in milk, is warranted to perform 
mighty cures. 

Adding to the high mortality rates Sy emionene as a result of 
disease is mal=-nutrition. A large proportion of the population is 
starving, and of those who do get adequate quantities of food, the 
diet is deficient in the necessities for good health. The consumption 
of milk and meat is extremely low in Latin America, except for Argen- 
tina, Uruguay and Paraguay. The consumption of green, leafy vegetables 
is almost non~existent. Instead, vegetable consumption is virtually 
restricted to beans. The monopolization of land in the interest of 
commercialized monoculture has driven both fruits and vegetables out of 
the diets of even the agricultural workers. Referring to the state of 
Bahia in Brazil one author has stated that: 


<<: 


Cacao is a tyrant, and it refuses to yield a single inch of soil 
for cultivations other than that of cacao. Certain landowners 


Herring, op. Cancer oy 566. 
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Country 


Argentina 
Bolivia 
Brazil 
Chile 
Colombia 


Costa Rica 


Cuba 

Dominican 
Republic 

Ecuador 


Bi oalvacor 


Guatemala 
ad ta 
Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay 
Per 


Uruguay 
Venezuela 


Tacin 
America 


ye 
ee ne ne ae 


Source: 
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LATIN AMERICA: 


+ he et ee a 
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POPULATION CHARACTERISTICS 
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Ss ees 


Medical Facilities 


764 
3 850 
2.262 
P07 
ZS UN. 
2126 
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Life 
Expect— 
ancy 
a 
Birvh 
to 
Male |male 


9709} 59.8 
60.4) Goal 


«-46.1-—> 


PPT led 


| 795| 1,890] 101 |1957! 3,100] 24.3} 9.5| 26.9 |66.3]72.5 


aril and death rates are numbers per thousand population. 
Infant mortality rates indicate number of babies who die in their first 
year out of every 1000 born alive. 


Beginnings to the Present (New York: 


827 e 


see the source. 


Herbert Herring, A History of Latin America from the 


Alfred A. Knopf, 1961) pp. 826- 
For qualifying notes 


From data published by the United Nations. 
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prohibit it entirely. All there is left is maniog, but local 
production is far from meeting consumption needs. 


For a tabulation of medical facilities, nutrition, death rates and other 


population characteristics see Table II. 


The Land Problem 

In Latin America the life of most of the people depends upon 
agriculture. The proportion of the population in agriculture averages 
from 60 per cent in South America to 67 per cent in Central fission. | 
While this is indicative of a lack of modern methods and industriali- 
zation, it does not give a very good picture of conditions. The plight 
of most farmers is hard for Americans to imagine. Except for Mexico 
and parts of Costa Rica, Haiti, the Dominican Republic and El Salvador, 
the prevailing organization of agriculture is feudal or semi-feudal. 
Most of the productive land, livestock and forests are owned by a 
relatively small number of absentee landlords—-native gentry or foreign 
corporations. Some examples are: (a) two-tenths of one per cent of 
the number of farms in Guatemala cover 40.8 per cent of the total pri- 
vately owned acreage; (b) in Argentina 500 owners hold eighteen per 
cent of the farmland; (c) in Paraguay only 5.2 per cent of the farm 
units are larger than 125 acres, yet this 5.2 per cent accounts for 
93.8 per cent of the total acreage; (d) in Bolivia, unvaie recently sow 

oeonter levvalenwOD. Chbe, PDs eu—cl. 

‘clarence Senior, Land Reform and Democracy (Gainesville: The 


University of Florida Press, 1958), p. 3. From information published 
by the United Nations. 
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aa 

per cent of ctoval agricullusel utiivts covered 91.9 per cent of the total 
are 

Most large estates have tenant farmers. Verbal contracts be- 
tween owner and tenant are common and, with rare exceptions, usually 
detrimental to the tenant. Few countries have laws for minimum dura- 
tion of leases. In some countries the tenant typically must pay at 
least fifty per cent of his crop or three out of four calves born to 
his herd to the owner. He tries to get as much as possible out of the 
land but, with the future so uncertain, usually makes little effort to 
maintain its fertility. He has little incentive to invest capital 
(which he rarely has) or make permanent installations that revert to 
the owner when the lease expires. 

The Indian is another kind of landworker that is even worse off. 
He has for generations had the right to farm a little plot, usually 
marginal land, in exchange for the obligation that all members of his 
family, including small children, will work so many days per week on 
the estate. Sometimes he enjoys the right to graze a few sheep ora 
cow. | 

Protective legislation for rural workers, in general, and espe- 
cially for Indian peons, is almost non-existent. Large quantities of 
land are kept in a non-productive state due to speculative land buying 


and the prestige factor that ownership of vast tracts brings to the 


°L ester D. Mallory, "The Land Problem in the Americas," The De- 
partment of State Bulletin, XLIII (November 28, 1960), 819. 
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landed gentry. This nas led to tne dismal spectacle of the squatter: 
Hard pressed rural workers and peasants in many areas have moved 
in droves to unused public or private land. Often tney have done 
so innocently, thinking that because it wasn't used, nobody owned 
it. Sometimes they have worked it for years, even a couple of 
generations, only to be rudely.awakened when the rightful owner 
came along to dispossess tnenm. 

The landholders, through their political power which springs 
from their control of resources, have succeeded in keeping rural pro- 
perty relatively free from taxation. Besides bolstering their control, 
this limits public revenues, which holds back badly needed social ser- 
vices and necessitates dependence for revenues on import and export 
duties—-a highly unstable source. 

When one considers these conditions and compares the figures 
cited on the distribution of land, it is little wonder that movements , 
which make big promises of expropriating large estates have a great 
appeal to the masses. It has been stated that "the promise of land is 
communisms greatest weapon, but the ownership of land is its greatest 
Beayatice It does little good, however, to tell the peasant that the 
communist program is only propaganda and that soon after he is given 
land it will be taken from him. He wants land now, and he is apt to 


jump at the first promise of getting it. He can worry about losing it 


after he has it. 


*Tyid. 


Se ener R. DeCoerr, "Forces of Change in Latin America, " 
The Department of State Bulletin, XLIV (February 20, 1961), 255. 
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Latin American countries are, for the most part, producers of 
primary products——-those commodities which are entering the economy for 
the first time and which have undergone little or no processing. Of 
an estimated gross national product in 1950 of $38.2 eI pay $9.9 


billion came from agriculture and $1.6 billion from ACG aee It has 


been estimated that about eighty per cent of all agricultural produc- 
tion is foodstuffs. As is typical of underdeveloped countries, a 
large portion of this production is for domestic consumption. In 1953 
total production of foodstuffs amounted to $8.2 billion dollars and of 
this amount $7.7 billion was for gonsumption.~- 
Latin American countries are dependent on foreign trade for 
most of their manufactured products. They are exporters of primary 
products and importers of manufactured consumer and capital goods. A 
considerable portion of the Latin American economy is geared to exports. 
As a result their economies fluctuate violently when the industrialized 
importers of Latin American products have a depression or recession. 
Another characteristic is that Latin countries tend to specialize 
on a few exports (Brazil—coffee, Bolivia-—tin, Guatemala-~-coffee and 


bananas, occ.) and the loss of an outlet bears even more heavily as a 


resume cee Table Lik 


a teaseall S. Bllis (ed.), Hconomic Develonvment for Latin America 
(New York: St. Martins Press, Inc., 1961), p. 514.5 rome snnerm aan 
published in United Nations, Economic Survey of Latin America, 1953. 


les pia. : 








TABLE IIT 


LATIN AMERICA: EXPORT DEPENDENCE ON SINGLE 
COMMODITIES (1957-1959 AVERAGE) 





Country Primary Export Percentage of Total 
Commodity Export Earnings 

Argentina Meat 20 
Bolivia eta 2 
[Snageicous & Coffee 58 
Chile Copper 66 
Columbia Coffee va 
Costa Rica Coffee Sul 
Cuba Sugar a 
Dominican 

Republic sugar 48 
Ecuador Bananas owt 
El Salvador Coffee We 
Guatemala ‘Coffee de 
Haiti Coffee 63 
Honduras Bananas Sul 
Mexico Cocron 25 
Nicaragua Cotton 39 
Panama Bananas 69 
Paraguay Timber 24 
Peru Covt6En 25 
Uruguay Wool 54 
Venezuela ; Petroleum 92 





Source: International Monetary Fund, International Financial 
Statistics, November 1960. 








The fluctuations from dependence on single primary export 
commodities are further agzravated by the fact that Latin American 
exports are concentrated on a few industrialized nations. <A shift of 
tastes, tarrifs or quotas, the introduction of substitutes or alter- 
native sources all have a marked effect on particular countries whose 
products are affected. This concentration on a few industrialized cus- 
tomers is indicated in Pable ine 

Latin American countries are faced with a further dilemma in 
their trade—prices of manufactured imports are rising and prices of 
primary exports are not keeping pace. This plus the instability men 
tioned above is placing a heavy unfavorable balance of payments burden 
on them. In 1958 Latin America's balance of payments was a Sage 983 
million dollars. See Table V. While the balance of payments trend 
indicated in Table V is exaggerated by an adverse trend in Venezuela's 
external situation, the adverse trend is apparent. These trends are in 
spite of the fact that exports remained relatively stable and imports 
decreased during this period. It is interesting to note that a major 
portion of Latin American trade is with the United States and is there- 
fore extremely affected by United States business cycles as well as 
decisions such as ceasing to stockpile tin, etc. 

The one-sidedness of the economies of Latin Nations (i.e. lack 
of industrial development) is aggravated by the fact that Latin America 
is not a single economic area. Latin America functions chiefly in 


terms of twenty separate national economies. Thus, the displacement 


of a product bares not upon Latin America but upon one country. Efforts 








TABLE IV 


ARBA DISTRIBUTION OF LATIN AMERICAN TRADE, 1957-59 i 





verage Percent Distribution |} Average Percent Distribution 









OL of 
Exports to Imports to 
Country 
: Rest 1 Rest 
WS ond. | Lavin Western |*2 | US and| Latin \Western 
anada |America|Hurope {, 4 Canada |America jkurope 
ened ened list 
havin 
America 9 14 5S 10 28 9 
Argentina 14 8 Al. 25 39 lays 
Bolivia 6 Bot). ae Pall Bie 2 
Brazil 10 9 er) toe ee 12 
Chile g ia oe 14 30 o: 
Colombia Z 6 | 63 A. 29 4. 
Costa Rica ae - DD 8 28 9 
Cuba 3 14 | 75 6 15 6 
Dominican | 
Republic S 6 | 65 5 ak 9 
Ecuador I. 5 54 6 a0 2 
fiesaivador T vl 50 15 40 5 
Guatemala 5 1 61 9 25 z 
ed G1. 1 ain BC il 19 1 
Honduras 18 3 60 Wal 16 ILS 
Mexico 5 of 1S 1 iS: 3 
Nicaragua i 14) 7 he Pal 10. 
Panama 2 3 af 14 16 i 
Paraguay oD 10 24, 36 28 12 
Peru aly sta 51 8 35 6 
Uruguay 8 eal 20 eg 40 alle 
Venezuela 55 5 61 eZ 33 4 





“Pieures are for the 1956-58 period. 
pimroree are for the period 1956-58. 


“Fi pures are for 1955-56. 


Source: International Monetary Fund, International Financial 
Stetistics, 1959. 
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TABLE V 


LATIN AMERICA: INTER? ATIONAL TRADE--1958 





Value of | Value of Trace Index Numbers Belance of 
bxrorts imports (1953 = 100) Paynents 
~ Exports [ imports 
Uso: Uene [hae | Yol- 





1956} 1957] 1958 


Country Dollars Dollars jPricef ume |Price! ume 
(millions) (millions) Index} Index} Index| Index 


74 | 120 89 {| 175 1-49 


Argentina 








Bolivia —%4 
Brazil 719 99 85 87 | 198 
Chile ae 156 S 118 —Z. 
Colombia 90 |) 83 1 102 Wiovsi=en 
COeGo lca 98 20 165 114 | -13 
Cuba 98 aes -11 
Dominican 

Republic 1051 28.) Jey woe 
Ecuador ° Hy oe | 93h 141) =—4 
El Salvador | 914-145 | TO) 4e | —5 
Guatemala | 8 
Haiti 96 | zy) 
Honduras | —3 
Mexico G7 
Nicaragua Seu) 56 —10 
Panama 97 | 123 99 |, 54a 12 
Para cuay 4 
Peru 92 i ‘ell 25 -4 
Uruguay 16 
Venezuela 414 
matin 

America Se cis Sulae 90 120 100 130 | 580 {| -—115} -983 
USA TO (eo | 253826. 4 106 | 106 | OG | 119 | 


a ; ; a , 
Source: United Nations, Economic Survey of Latin America, 1958. 


source: Herbert Herring, A History of Latin America From the 
Pecinnines to the Present (New York: Alfred A. Knopf, 1961), p. 824. 
Compiled from data sunplied by the University of California, Los Angeles, 
ana United Nations and U. S. Bureau of Foreign Commerce publications. 


See the source for qualifying notes. 





are being made to integrate the economies of several countries (e.g. a. 
Central American Common Market), but results have not yet become 
SL enl feat. 

Latin America is very dependent upon foreign capital. This is 
to be expected; because like any region in the early stages of develop— 
ment, the people are unable to save enough to meet investment needs. 
Also, the very wealthy often prefer to hold inefficiently managed real 
estate or to export capital to the United States or Europe. With the 
political unrest and social turmoil that is taking place in Latin : 
countries, there is a decided fear on the part of foreign private in- 
vestors to invest in Latin America. The recent events in Cuba certainly 
have not been conducive to an inflow of private capital to the area. 

A further impedance to the formation of domestic capital has 
been the excessive inflation which has occured. See Table VI. Uncer- 
tainties about the future domestic and foreign exchange value of the 
currency, and a complex system of exchange controls to which inflation 
gives rise are major obstacles to the investor. 

Development of many of the resources of Latin America will de- 
pend upon public investment in transportation networks and other public 
Capital. There are only 68 miles of road per thousand square miles of 
area as compared with 1131 miles of road in the United States. It goes 
without saying that the manufacturing industry must be expanded if Latin 
America is to achieve a balanced economy. For a tabulation of selected 


te) 


economic characteristics see Tables VII and VIII. 


1), complete discussion of economic development needs is included 
in Ellis (ed.), op. cit. 





TABLE VI 


LATIN AMERICA: COST OF LIVING INDICES 
1950-1960 (1953 = 100) 





Country 1950 1952 1954 1956 1958 1960 
Argentina sal 96 104. ee O17 590 
Boliva ; 40 BO 204 1126 2498 5550 
pea | 62 82 Ly is Sha 254, 445% 
Chile 2) SOQ 72 Aalt Ve 1160 
Colombia 88 94 109 116 ISS’ 169 
Costa Rica 95 LOO 104 Gy ileal 3) ba 
Cuba 92 102 97 97 _ - 
Dominican 

Republic SB; 101 98 oe, eZ 98 
Ecuador - 100 105 100 102 LO4 
Pabsoalvedor 2 94 104 107 ey; 107 
Guatemala 95 ome 103 106 106 Weyl 
eabea, _ 108 — 104 EO NE a 
Honduras 91 98 106 110 ie ee 
Mexico 19 12 oS eis 150 he. 
Nicaragua 74 89 108 ini Bs! 118 ate: 
Panama 

(Panama City) 97 102 " 100 100 99 99 
Paraguay 19 Do 120 180 222 - 265 
Peru 78 92 105 116 ILS} 165 
Uruguay 72 94 a2. 130 175 bps 
Venezuela 93 Od 100 OIE 1:05 ee? 








Source: Committee for Economic Development, Coopveration for 
Prosress in Latin America, April 1961. Compiled from data supplied 


by the International Labor Office. 
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CHAPTER ITI 
THE PRKOPLE 


If any attempt to solve the problems of Latin America is to be 
successful, it is first necessary to understand the people. The cul- 
ture, values and institutions of Latin America are markedly different 
in many respects from those that are common to the United States. The 
problems that met be solved can only bring long term gains if the 
methods for their solution have the support of the people. This support 
can best be obtained through knowledge and consideration of the culture, 


values and social forces of the society. 


Jlliteracy 


The ability of the Latin American people to raise their standard 
of living and improve conditions generally is severely limited by the 
level of education attained. IJlliteracy is almost the order of the day 
in most countries. In many countries, the illiteracy rate runs over 
fifty per cent and reaches a high of 89.3 per cent in Haiti. See Table 
Ix. 

Before any substantial gains can be made in the living standards 
and economic activity of the people, it will be necessary to provide the 
people with at least enough education to read and write. It is generally 
accepted that there must be a high level of education if a democratic 
form of government is to succeed. If Latin Americans are to progress 


through free institutions, illiteracy must be eliminated. The following 





TABLE IX 


LATIN AMERICA: EXTENT OF ILLITERACY AND NATIONAL BUDGET 
EXPENDITURE ON EDUCATION COMPARED WITH 
DEFENSE EXPENDITURE, 1958 













Tlliteracy National Budget Hxnenditures 
(% of Pop. ; 
Country 1 yas OL Nationa!) USS. Education }; Defense 
age & over) Currency Dollars (% of 
(millions) | (millions) | Total) 
Argentina 13.5 40,702 813 | 
Bolivia 68.9 
Brazil leith | AG ed EPG e708 | BRO Pay) 27.6 
Chile 19.4 Fi3,2C0 (aS iat et 21.9 
Colombia Seo i356 216 | Os 7 era) 
Costa Rica 22 315 56 19.6 530 
Cuba 25.6 | 
Dominican | ‘ 
Republic 56.8 | | . 
Beuador LOC f | Lone 81 Ose 2llee 
El Salvador | 57.8 181 | e 15.4 One 
Guatemala Loe : LOG ; 107 ay aie: 
Haiti 89.3 146 | 2 13.4 Age 
Honduras ee 76 | Se Ee AL eleeet 
Mexico Cole aa 623 Ae UES: 
Nicaragua 62.6 | 
Panema 2822 94 | 94. Lele 
Paraguay pris: | 
Peru Sy 16 6,197 Zoo 1623 Zee 
Uruguay 15~20 
Venezuela peel 5,184 Ney es) 6.3 9.5 
USA 2—3 71,936 71,936 a 61.4 


“Since U. S. education is largely in the hands of local and state 
governments, the figures are not comparable. 


ened. expenditures for both health and education. 


—_—_ Soe ee eee ee 


Alfred A. kore, 1961), = Seo. 
827. Based on data in United Nations publications and International 
Monetary Fund publications. For qualifying notes see the source. 
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encounter of a writer with an indian in Ecuador is an example of the 
problem: 


I told him I was a foreigner. He said he had heard of France. Not 
France, the United States, I said. He said, was that Peru? 


Jose Manuel's idea of the world was the valley in which he lived, 
an outer world consisting of Cuenca, Ona, Quito, Tojay*scarasuro, 
and beyond them France on the one side and Peru on the other. 

France was the country to which wealthy owners of large pieces 
of land sent their sons for an education. Peru was the country of 
great wealth which lay to the south....His political ideas were 
fully as vague. He had not heard of any of the last three Presi- 
dents of Ecuador. id” was not clear...whether he thought himself 
Mevadomilan Or 10%. | 

The illiteracy situation will not be easily solved, because 
there is a decided lack of teachers. Many of the people are scattered 
throughout large areas with no ready access, and the lack of buildings 
and facilities for education is marked. All of these factors, of 
course, depend upon huge expenditures for their solution. Even where 
some opportunity for education is available, attendance is poor; be- 
cause parents often depend on the labor of children or are to poor to 
arora clovwing for them. 

Some progress is being made in the drive to combat illiteracy 
through various travel grants and assistance programs conducted by the 
United States and some other countries. Fellowships and training pro- 
grams in the United States and other countries are helping to provide 


needed educators, but the population explosion is increasing the need 


for them much Taster - 





14 bert B. Franklin, Ecuador: Portrait of a People (New York: 


Doubleday and Company, Inc., 1943), pp. 200-201. 
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Latin American Iations have not made a real attempt to correct 

vhe problem as the budget figures in Table IX, page 23, indicate. In 
almost every case defense expenditures are higher than education, while 


the United States has effectively guaranteed the security of the Latin 


American Nations through collective security agreements. 


The Population Explosion 

Latin America is experiencing a veritable 2a in population. 
The population growth rate is the highest in the world. The population 
of Latin America was estimated to be 205.8 million in 1960, 304.1 million 


MMC fouero 2.6 wilniom yr che ear oe. 


(his 1s a gainer wes 
percent in forty years, and it indicates that Latin America will have 
a population double that of the United States by the turn of the century. 
Some of the results of this rapid growth can be rather serious. 
Because the life expectancy is still rather low, it indicates that Latin 
America will have a young population. This will place additional heavy 
burdens on the educational system. The population, according to Halperin's 
analysis, has risen faster than food production; and since World War II 
the city population has grown three times faster than the rural popula- 
tion, creating political and social tensions among the uprooted peasants 
who have migrated to the pareiseead Considering the low per capita income 


1 SESE, Davis, "Recent Population Trends in the New World: 


An Overall View," The Annals of the American Academy of Political and 
Social Science, 316 (March 1958), 4. From estimates made by the Popu- 
lation Branch, United Nations. 
LO rice Halperin, "Latin America in Transition,” Science and 
Society (Fall 1956), 290-319. 
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and the fact that the economic growth rate is slowing down, it will take 

a major enea in the economic growth rate just to maintain a level 

of subsistence. The inadequate levels of medical care and housing will 

be severely strained just to keep up with the increasing needs. 
Accompanying the increase in total population is a rapid trend 

in population movement to the urban areas. This is, of course, adding 

to the housing and economic problem of the cities; but it is having a 

much more significant impact, which is not so easily recognized. As 

the people come into contact with the "twentieth century", there is a 

realization that life can be better and that the old order must be 


eliminated. 


The Class Structure 


Under colonial rule, and for some fifty to seventy-five years 
following independence, Latin America was dominated by a fairly rigid 
two class system--a landowning aristocracy and a lower class composed 
of peasants and servants. There was also a small mddle class of mer- 
cnants and artisans, etc. As racial intermingling proceeded, large 
numbers of mestizos, mulattoes and other mixed types appeared, some of 
whom assumed middle class status, which was also open to "pure" indians 
who acquired education and "civilized" culture. In the latter half of 


the nineteenth century many countries also received large numbers of 


European immigrants, most of whom found their way into the middle class. 


Today at least two lower classes, two upper classes and a large 





2] 
and growing middle class can be Adentiried.~ | One of the upper classes 
consists of the old landed aristocracy or its remnants. For it, descent 
based on antiquity and class purity of hereditary lines is of funda- 
mental importance. The other upper class is composed mostly of self- 
made men who either in business or politics have accumulated fortunes 
enabling them to live on a luxurious scale. It is this second upper 
class which owns most of the larger business enterprises not controlled 
by foreign corporations. This second upper class is open to those who 
can achieve success within the structure of power and influence. The 
second upper class usually has no close alliance with the church, which 
has been one of the bastions of the landed class. Further, it exerts 
power and influence through business organizations; and it is inclined 
to be regarded as flexible rather than rigid. Since most of the self- 
made men have risen from the middle groups, they tend to share the same 
valuss and confusions of the middle groups. 

The lower classes’ consist of: (1) the mass of agricultural 
workers and (2) industrial workers, including factory workers and labor 
employed in the extractive industries. The distinguishing features of 
the lower class as a whole are that it earns its living by manual labor’ 


encdeis. less than literate. 


11 ps chara N. Adams, et al., Social Change in Latin America Today 
(New York: Harper and Brothers, 1960), pp. 22-24. 
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Between the upper and lowor classes lies the large and growing 
middle class. This class is unconsolidated end somewhat unstable; but 
its members, nevertheless, hold a traditional ethos and have access to 
the press, radio, television, mails and other media of mass communi- 
cation. They nave sufficicont education to be influenced by and to in- 
fluence the larger outside world. "Above all, they aspire to a better 
life and to progress.../and they are/ a prime target for ideological 
propagandists of all shades from the outside vere 
The middle class may be termed the class in search of a future. 
This group includes a wide social span from the country school teacher, 
to the storekeeper, to professional military officers, managers of 
business concerns, university professors, and members of cabinets. Its 
emergence hes been stimulated by a spread in education and by expanding 
opportunities in trade and industry coupled with the increasing eee 
for literate and tecnnically qualified people in both government and 
enterprise. "Today, practically all prominent politicians, whether 
Pliivery Or Civilian, are of middle elector 
It is the middle class which must be understood, for it is 
through the middle class that social progress will be made. It is this 


class that will determine the path to be followed in the future. One 


author in a penetrating analysis of social conditions in Latin America 





Be, We Bhi 
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---v.le Middle ¢roups coisvivute beyond coubt the sessment of society 
most in touch with the mocem world, most succeptible to influences 
for change, and most voteut in the internal and international affairs 
of their own nation. Nov only exe most professional politicians and 
army officers from the middle strata; so are practically all intel- 
lectuals--writers, vainters, journalists, acvtors...professors, 
scnoolteachers, doctors, lawyers... and/scientists. These arvicu— 
lave people speak to the outside world for Latin America and the 
outside world must speek to Latin America through them. They supply 
nost of the wordage that passes through the media of communication... 
and, not least, the formal educational systems. 

The values which are held in common by most members of the middle 
class determine how they will decide among alternatives offered by com— 
peting cultural and political systems of the outside world. Some of 
these controlling values may be grouped as follows: personalism, kin- 
ship, hierarchy or stratification, materialism of special kind, tran- 
scendentalism or interest in spiritual values, the high worth of inner 
states and emotional expression, fatalism, decency in mode of life and 

; } il 

disdain for manual labor. 

For the middle class Latin American, dignity and individuality 
are central. Emphasis is placed on the uniqueness of each person and 
his soul. For the middle class individual, only those with whom ne feels 
an intimate personal relationship are trustworthy. Personal friendship, 
plus a kinship relationship of some kind, is essential for getting some- 


thing accomplished. Any program, such as Point Four, requires the 


Pocusonal Louch” afavu 1s to succeed. 
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emacs pp. 20-47. The scope of this paper limits a full dis- 


cussion of these values; however, the reader is urged to study the source 
for a full discussion of the subject. 
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The culture is strongly influenced by hierarchy. For the Latin 
American, the universe, including society has been arranged in a series 
of strata. This emphasis on hierarchy seems to contradict the value 
attached to erect eee or inner uniqueness, but the distinctive 
worth of the individual has nothing to do with his social position— 
advancement may come as the result of fulfilling ones inner uniqueness. 
Latin Americans do not believe that ail men are created equal. One 
cannot be equal if he is unique. The value of hierarchy is reflected 
"...in the strong sense of social position, in the pattern of 'decency' 
of living standard, valued as much or more for symbolic than utilitar- 
ian values" .“* This value brings the expectation that someone "higher 
up" owes one obligations and explains why the state has moved to pro- 
vide welfare programs of many kinds. Some of these "welfare state" 
provisions may be looked upon by some in the United States as dangerously 
socialistic; however, they should probably be considered as responses 
to deep seated values and as defenses against communism. 

The Latin American variant of materialism could be termed "tan- 
gible materialism"--i.e., trust only that which you can put your hands 
on. Securities are mere pieces of a they are not tangible like 
land and buildings. It has been difficult, as a result, to finance 


large scale undertakings even when people do have money. 


Latin Americans have a deep respect for ideas and philosophy. 


There is a cultural idealism which pervades every phase of life. Their 


acThid.; De 50. 





consuming interest in ideas and sentinents: 
-..makes Latin Americans, responsive to outside ideologies and emo- 
tional appeals. It is no accident that the Four Freedoms, set 
forth in the Atlantic Charter, were eagerly accepted...or that 
Marxist ideology has received careful study....Because of their 
admiration for a certain elegance in argumentation, Latin Americans 
are not slow to identify and ridicule ingonsisvencies and confusions 
which they perceive in U. S. propaganda. 2 
These are only some of the basic values, briefly sketched, which 
shape the outlook of the middle groups. They suggest some of the out- 
looks which these groups might take in the growing turbulence of change 


which is present in Latin America today. 


The Dominance of Change 

The dominant characteristic of the whole of Latin America is 
that of change. Accompanying the population explosion is a social 
revolution which will pale the usual political and military revolutions 
into insignificance. Dramatic changes are taking place in the areas of 
social structure, economic life, religion, political life and inter- 
national relations. 

The emergence of the middle class and the development of a money- 
ed upper class have already been noted. The growth of the urban work-— 
ing class has been accompanied by the development of trade unions. 

These in turn are spreading to the rural laborers and to workers employed 
in the extractive industries. This new laborer class, in contrast with 
the old peon, has begun to display independent political power, usually 


organized and led by middle group politicians who have recognized its 


potential. 


Tpid., p. 43. 
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Althougn all of tne navional economies rely mainly on exporting 
of raw materials, livestock and foodstuffs to earn the bulk of their 
foreign exchange, the economic patterns are becoming less "semicolonial®. 
Many new contracts with large foreign owmed corporations have been 
designed to make the host countries partners in these basic enterprises. 
in these large enterprises both the labor force and most administrative 
and supervisory personnel are native. This is providing e new corps of 
specialists and executives, and it reflects the growing power and com- 
petence of the middle groups. 

The system of large landed estates held by the old aristocracy 
is under attack throughout Latin America. Some method of land redis-— 
tribution is inevitable when one considers the present situation. 

The influence of the Catholic Church is receding and has been - 
on the decline for decades. In the minds of many middle status people, 
it has been stated that: 

»--tvhe church, if not regarded as an antiquated and expensive relic 
of no modern significance, is actively resented for its alleged 
"reactionary" position and its tradi tomer Sypport for the hered- 
itary aristocracy, with its landed monopoly. 
The church has failed to take account of the present upheaval, and the 
result has been religious ferment. The notion that communism cannot 
make headway in Latin America because the people are safely Catholic 
can no longer be complacently accepted. 

Practically everywhere the old division between conservative and 

liberal parties is breaking down. The numerous parties that have filled 


aay, p. 54. 
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vhe resulting void nave been notoriously unstable and irresponsible with 
one exception——the Communist Party. This party offers a plausible plat- 
form or program from which it rarely deviates in principle. It has 
shown itself to be adept at making the surface compromises and exped- 
lent alliances for which it is well noted. The Communist party displays 
cohesion and discipline among its members and has gained the support of 
many middle class intellectuals, yet its total membership is estimated 
at only 200,000.°? Because the Communists are dedicated and disci- 
plined, its influence is much greater than its numbers would indicate, 


however. 


Rising Aspirations 





A by-product of the population trend toward the cities, of grow- 
ing contacts of the rural laborers with the more affluent areas through 
military service or travel, and the modest increase in communications 
has been another type of explosion--an explosion in aspirations. There 
is a growing awareness of the disparity of income distribution both 
within each country and between Latin America and the industrial nations. 
Two authors have cogently expressed these aspirations: 

Disease, poverty and illiteracy may have been patiently endured in 
the past by all the underprivileged, who at that time had no basis 
for even imagining a better life. Today, however, that situation 
has radically changed, for by now even the most remote villages in 


Latin America have felt the impact of modern scientific and tech- 
nological advances. Many millions have thus awakened to the real- 


ae 


W. W. Pierson and Federico Gil, Governments of Latin America 
(New York: McGraw Hill, 1957), p. 328. 
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ization that poverty is not inevitable. Indeed, they now avidly 
expect yaeir living standards to imorove in the not to distant 
future. 

Villagers who only ten or twenty years ago seemed sleepily content 
to live along dusty or muddy tracks, without electric lights or 
running water, without schools, with no hospitals or doctors, have 
discovered that these things make life more pleasant--and have been 
assuved that tney have a right to them. City workers have learn- 
ed that bricklayers, porters, chautters, washerwomen elsewhere en—- 
joy what to them seem incredible luxuries—-cars, refrigerators, 
travel, education, and opportunity for their children. There is a 
world in a hurry at our door. It is no longer possible to plead, 
as the older ruling classes have done, that our progress of 200 
years cannot be duplicated elsewhere in a shorter time... Either 
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evidence is forthcoming that it will be soon, or else. 

These aspirations for a better life will not be easily controlled. 
Since the people are eager to enter the "twentieth century", they can 
easily fall prey to various forms of totalitarian control in their guest 
for an increased standard of living. Those who would promise a better 
life the "easy way" are likely to win many adherants. The rags to 
riches propaganda of the Communist Party is effective because the Rus-— 
Sian development has taken place so recently. Does not the promise of 
immediate freedom from hunger and disease appear more desireable than 
a nebulous concept of political freedom, which really has no meaning 
to the hungry? 

If this hemisphere is to remain free from Communist domination, 


the United States must act to produce the necessary changes in Latin 


267 ot] Prebisch, "Latin America: The Challenge and the Task 
Ahead," United Nations Review, VIII (November 1961), 39. 


“lester D. Mallory, "Social Implications of the Act of Bogota," 
U. S. Denartment of State Bulletin, XLIII (December 5, 1960), 866. 
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Anevica lm snort order. In valiins this action, full’ consideration must 
be given to the changing values and social turmoil that characterize 
Latin America. The task is to promote social change in such a way as 
to permit Latin Americans to reach their aspired goals and still pro- 
mote free institutions in the process. 

Many of the problems that must be solved have been mentioned 
earlier. In the. solution of these problems (land reform, education, 
increased per capita income, increased public facilities, etc.) many 
of the upper or ruling groups will be hurt. It is these groups who now 
control the resources and who hold a great amount of power. It must 
be remembered that Latin Americans have shared, in varying degrees, a 
time honored class structure with mutual respect between classes = 
definite social disciplines. This whole traditional structure is now 
collapsing fast, to the consternation of those who have been accustomed 
to rule. Latin Americans have discovered that the old prejudices and 
interests were not right and that their aristocracies were not preor- 
dained or sacred. We must sympathize with the social groups whose hab- 
its and traditions are threatened. Much tact must be used if they are 
to be persuaded that they must take a hand in speeding up social evolu- 
tion in order to salvage the best of their traditions from the havoc 
of revolution. 

The problems have been outlined, and it is toward their solution 
that the Alliance for Progress is directed. President Kennedy has 


Stated 1t this way: 





r 
10 


.--O0ur greatest cialvitsieeconcs from withri—the task of creating 
an American civilization where spiritual and cultural vaiues are 
strenstnened by en ever Yroedening base of material advance, where, 
witnin the rich diversity of its own tradivigss, eacn nation is 


free to follow its own path toward progress. 
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Tah ALLIANCE FOR PROGRESS 


- 


SSeS eee 


The economic conditions of Latin America have been indicated. 
There is a tremendous need for capital which must come largely from: 
external sources. Latin Americans must invest in such a way as to con- 
vert their one-sided economies into balanced economies and at the same 
time bring an increased standard of living to ie people. Im the past, 
great sums of money have been invested in Latin America both from pri- 
vate sources and sae aid programs. Tables X and XI show a summery 
of private U. 5. direct investment and U. S. economic aid to Latin 
America. In addition to these sources of capital from the United Siatee 
other sources of capital are made available through various international 
organizations such as: The World Bank, International Monetary Fund, 
International Finance Corporation and the International Development 
Association. 

Undoubtedly, the inflow of capital through private and public 
aid programs has improved the lot of the Latin American countries. Aid 
has generally been characterized, however, as a purely economic or money 
approach to the problems of Latin America. As such, the aid programs 
have been largely uncoordinated and have often benefited those who need 
it the least. In the past it has been tne assumption of technical aid 
programs that the introduction of technological change will by itself 
bring the broader outlook on the part of the people aided. It has be- 


come increasingly apparent that tne introduction of new technology does 








TABLE X 


NET LONG TERM CAPITAL FLOW TO LATIN AMERICA 
FROM U.S.A. PRIVATE SOURCES 
AND THE WORLD BANK, 1950-1959 
(MILLONS OF DOLLARS) 
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Years | Total | Invest- | Subsidiary Other | Total ;Disburs— jRevay— | Net 
(net) | ment | Barings ment ments 
1950 161 | so | ~~ 109 -2 122| 39 = |o3e 
1951 441 166 249 -—30 385 Dal 1 56 
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Source: Committee for Economic Development, Cooperation for 
Progress in Latin America, April 1961. From data published by the 
Office of Business Economics, U.S. Department of Commerce and from the 
World Bank. 


Total | 6371 | 3293 
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FISCAL YEAR 1946 THROUGH 19607~- 
DLIGATIONS AND OTHER COMMITMENTS 
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Country Cooperation ment Law | Import 
dministretion | Loan 
| Total | Fund 

Arcontina | 1.5 pols : 34.8 | 390.8! 0.1! 452.0 
Bolivia lee ays : 4.0 | O50 24.3] 10.6! 190.3 
Brazil 37.6 0.2 164.4 | 986.8 4544 (1,254.4 
Chile APS. ; 10.6 {10.5 | ele ne 209.0 Sul Belo!) 
Colombia ie : 60.8 | 135.4! 2.6} 209.8 
Costa Rica |} GET O25 : ee Ale 29.6 O2.6 
Cuba 2.8 (c) 37.5} 0.51 40.9 
Dominican | | | 

Republic 250 0.6 | ant 
Heuacor 18.9 OMS: vanes 47) Pie eee eel 8s 
El Salvador ioe | 6 1.81 1026 
Guatemala 63.9 5.4 | 4.66) 6.24 po mee Ble 2 
ed vl Sulla) : TC T= | 21 ee 5-0} Om 
Honduras 13.9 As | ae 515] baG te sae 
Mexico | 8, | 14.8 SAG. 99.6 | 464.9 
Nicaragua 6.4 fel 12-4 | 10.35) Sens 
Panana | se | 5.2 16.8 35.2 | 58.2 
Paraguay 15.0 Teal Ba 10.1 2.5 | 38.3 
Peru Eig Pee | une) 40.5 TOU tele CMS, 
Uruguay es 8.8 21.9 Pe GE 38.3 
Venezuela ile re ee eee Be fe 
Overseas 

Territories Bec Ome | An 
Regional | ibe ab feslapll | Zo ee 
LOvS | 444.8 94.4 4.6 Ae iG: 12, 455.6 1305.1 pny ASHER) 

“These data include preliminary figures for fiscal year 1960. 
b 


Excludes worldwide malaria eradication program. 
“Less than $50,000. 


cca year 1960 data not available; expenditures for Latin 
American Highway estimated at about $4,000,000. 


Source: Consressional Divest, XLIT (February 1961), jeeme lal 
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not foretell its later use; it does not necessarily promote the broad- 
er development of the community or lead to beneficial change. If in- 
creased economic benefits are channeled through traditional value and 
social systems, it will only serve to intensify the 61d imbalances. 
Increased income, for instance, may be spent in gaining prestige through 
staging more elaborate fiestas rather than be put to productive uses. 
"The offering of technical aid alone has, in fact, often resulted in 
arousing the expectation of more technical help to come and in develop- 


ing highly opportunistic attitudes on the part of the recipients." 


Promoting Social Chanre 
If any economic and technical aid program is to succeed, neces-= 
sary changes in the social systems must precede or accompany it. 
Assistant Secretary of State Mallory has stated that: 
eseany purely economic, any strictly money approach to Latin Amer- 
ica's very real and very urgent problems would provide no solid 
defense against Communist attack from within and without....The 


hemispheres social problemsfemand at least as high priority con- 
sideration as its economic. 


If the policies of the United States are to be understandable 
and attractive in the Latin American nations which are undergoing basic 
changes in their social order, the problem is how to identify those 
policies with their own best interests. The best interests of the 
ruling classes are not identical with those of the rural laborers. From 
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ancmolnc, ite Hie Hon is to identify policy not with 
vwne conflicting desires of various groups, but with those changes that 
are likely to shape the new stage of the evolving social order. This 
policy must focus on the emergent middle class and on those changes 
which are strengthening its role. 
A basic change in JU. S. attitudes is necessary if any program 
of aid is to Seah In the past our propaganda programs have held 
up our democracy as the model system and has indicated that progress can 
be achieved, if certain puritan ideals are followed. Although many 
Latin Americans admire the U. S. for its achievements, few feel that its 
model of democracy will work with precision in their own countries. The 
centuries of heritage are treasured as much by them as our heritage is 
by us. From the Latin viewpoint: 
-- whatever policy the United States may have in the field of social 
change appears essentially one of maling oyer his. Countryes i an 
image close to that of the United States. 
The policy changes indicated here are quite simple. The U. S. must 
cease its boasting of achievements by lectures, movies and other propa- 
ganda. Instead the U. 5S. should emphasize the ways in wnich it is help- 
ing Latin Americans to achieve their national goals through the tools 
the U. S. is offering. Only a dynamic policy concerned with the move- 
ment of social change, a policy that provides model ideas and a focus 
of aspirations, can compete effectively with the promises held out by 
Communist propaganda. 
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That a change in U. S. policy was needed, was realized by many 
prior to 1960; but it was on September 3, 1960, that this new approach 
was finally culminated in the Act of Bocotd. The Act of Bogota is a 
primary element in the more famous Alliance for Progress and, in fact, 
is the basis upon which the Alliance was formed. The Act of Bogoté& is 
a completely new look in U. S. foreipn policy; it is the first real 
effort to attempt to know and understand what must be accomplished if 
progress is to be achieved in Latin America. Assistant secretary of 
state Mallory has embodied the goals and the spirit of the Act of Bogota 
in the following words: 

The task ahead...is to prove to the Everyman of this hemisphere 
that democracy is a vital force; that it can satisfy his material 
aspirations without sacrificing his spiritual yearnings; that he 
can have under a democratic system progressively but quickly and 
Without giving up his personality, his individualtsy or his right 
to grasp opportunities or to exercise initiative. 

The Act of Bogoté is the first major step in the direction of 
promoting social change--this is its sole object. Adopted by the Organ- 
ization of American States this act recognizes: 

-..-that the preservation and strengthening of free deomocratic 
institutions in the American Republics reguires the acceleration 

of social and economic progress in Latin America adequate to meet 
the legitimate aspirations of the peoples.../and that/ economic de- 
velopment programs...may have a delayed effect on social welfare 


and accordingly early measures are needed to cope with social 
MIOCGGics 6s 


-“Vallory, oD. Cit. 
PP upne Act of Bogota," The Devartment of Stave Bulletin, XLIII 


(October 3, 1960), 537-538. For a complete text of the Act see pp. 537- 
540. 





in pursuit of social development, the Act specifically provides 
ZOx 

1. lieasures for the improvement of conditions of rural living 
and land use through revising and accelerating programs for land tenure 
legislation and facilities to ensure wider and more equitable distribu- 
tion of ownership, agricultural credit institutions to provide adequate 
financing to individual farmers, tax systems and procedures and fiscal 
policies to assure equitable taxation and encourarze improved use of the 
land, land reclamation and settlement to promote more widespread ovner-— 
ship and efficient use of the land and increase its accessibility. 

2. Measures for the improvement of housing and community facil- 
ities througn the revision and strengthening of existing policies on 
housing and community facilities to improve private initiative and 
participation. Special consideration shall be given to the encourage— 
ment of financial institutions to invest in low cost housing on a long 
term basis and to building and construction industries. Programs for 
water supplies, sanitation and public works, training of craftsmen, 
research, introduction of new techniques and development of production 
standards are included. 

3. Measures for the improvement of educational systems and train- 
ing facilities through examining and broadening programs of modern 
methods of mass education for the eradication of illiteracy. Included 
are programs for training in the industrial arts and sciences with due 
emphasis on laboratory and work experience on the practical application 


of knowledge to the solution of economic and social problems. Programs 
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Cor insvrucvilon in rurca eet es Tiot only in basic subjects, but also 

in agriculture, health, sanitation, nutrition and community improvement 
are included. In addition, the program encompasses courses of study in 
secondary scnools to provide training rox clerical and execuvive person- 
nel in industry and public administration as well as specialized and 
advanced education of key professional personnel (economists, engineers, 
eGc.). 

4. Measures for the improvement of public health through devel- 
opment and strengthening plans and programs of national and local healt 
services, health insurance systems, hospital and health services in 
rural areas, control or elimination of communicable diseases with special 
attention on the eradication of malaria and training of public health 
officials and technicians. 


chy, 


5. Measures for the nobilization of domestic resources vhroush 
progrems for maximum creation of domestic savings and improvement in 
financial and fiscal practices; examination of the equity end effective- 
ness of existing tax schedules, assessment practices and collection pro- 
cedures to provide additional revenue for the purposes of this program; 
and revision of the allocation of revenues to provide adequate revenues 
for the areas of social development mentioned above. 

This Act contains some lofty ideals which will be difficult to 
achieve. The program is not a typical straight aid program, however. 
it is instead a program to help the Latin Americans help themselves, 


and it is explicit in its self help provisions. To quality for help, 
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the Latin Nations sust show that progress is being made and that they 
are putting forth a maximum effort to promote the necessary changes. 
it is clear that the Bogota program connot have any significant impact 
if its funds are used merely for the temporary relief of conditions of 
distress. Its effectiveness depends on the willingness of each recipient 
nation to improve its own institutions, make necessary modifications in 
its tax structure, land ownership patterns, and social patterns, and 
mobilize its own domestic resources for a program of development. Con- 
ress has appropriated 500 million dollars to initially establish the 
program, and when President Kennedy requested these initial funds he 
stated that: 

o+esuch measures will be a condition of assistance from tne social 

fund. Priorities will depend not merely on need, but on the demon- 

strated readiness of each government to make the 1S ud uel onal im 

provements which promise lasting social progress. 

The funds which are to be used in the execution of the Act of 

Bogoté are not a substitute for economic development funds. These funds 
are aimed at social change and are to be administered by the Inter—Amer- 
ican Development Bank. These funds are to contribute capital resources 
end wecennical assistance on flexible terms and conditions, including 
repayment in local currency and the relending of repaid funds, 

»» in accordance with appropriate and selective criteria in the 

light of resources available, to support the efforts of the Latin 


American countries that are prepared to initiate or expand effective 
institutional improvements and to adopt measures to employ effi- — 


* sohn F. Kennedy, "Message to Congress," The Denartnent of State 
Bulletin, XLIV (April 3, 1961), 476. 
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To provide instruments and mechanisms for the implementation of 
the program, provisions have been made for the Inter-American Economic 
anc. Social Council to peviodically review the progress made and recommend 
future actions. This council is made up of some of the best experts 
available from Latin American countries, and their knowledge of the needs 
and necessary changes should put the vrogram in proper perspective. Plac- 
ing the program in the hands of those who are familiar with the’ culture-—- 


in local management, so to syeak--will enable a comprehensive and co- 


ordinated program to be formed. 


The Alliance--The Promise of the Future 
With the program of social improvement embodied in the Act of 
Bogoté in operation, a program of economic and technological advancement 
can be undertaken with good prospects of succeeding. The Alliance for 
Progress is a present day "Marshall Plan" contemplating some twenty 
billion dollars in a ten year program designed to raise Latin America 
from the. realm of the underdeveloped nations of the world. This ten 
year plan is designed to increase living standards, basic education, 
freedom from hunger and create self sustaining economic growth. This 


program like the Act of Bogotdé places reliance upon self neip. Presi- 


dent Kennedy has stressed that: 
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llesed fez, share in the fruits of crovtnh. 

The Alliance for Progress was signea by the members of the Org 
ization of American States (less Cube) on August 17, 1961, at Punta Del 
Este, Uruguay?! Tne objectives of the Alliance are: 

1. To achieve in the Latin American coutries a substantial and 
sustained growth of per capita income capable of assuring self sustain- 
ing development and sufficient to make income levels constantly larger 
in relation to the levels of the more industrialized nations. In order 
to recognize these goals within a reasonable time, the rate of economic 
growth to be maintained has been established at a minimum of 2.5 per 
cent per Capita per year in each country. 

2. To make the benifits of economic progress available to all 
through more equitable distribution of national income, raising more 
rapidly the income of the needier sectors of the population, and at 
the same time devote a higher proportion of the national product to 
eee 

3. To achieve a balanced diversification in the economic struc=- 
tures, both regional and functional, making them less dependent on the 
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hor a complete text see "American Republics Establish an 
Alliance for Progress," The Devartment_of State Bulletin, XLV (Sep- 
tember 11, 1961), 459-469. 





export Of *puimary gso0c® ame Gecort of cavivalMfoods wiile seekins to 
stabilize the prices of exnorts and the income derived from then. 

4. To accelerate the »orocess of rational industrialization, in- 
crease the utilization of natural resources and establish and develop 
a capital goods industry. | 

5. To raise greatly the level of agricultural productivity and 
improve marketing, storage and transportation services. 

6. To encourage programs of comprehensive agrarian reform which 
will eliminate the unjust structures end systems of land tenure and use. 

7. To eliminete adult illiteracy and by 1970 assure, as a mini- 
mum, Six years of primary education for each school age child. 

8. To increase life expectancy at birth by at least five years 
and increase the ability to learn and produce by improving individual 
and public nealth. To attain this goal it will be necessary, among 
other measures, to provide adequate potable water supplies and drainage 
to not less than seventy per cent of the urban and fifty per cent of the 
rural population. Control of disease and research is also contemplated. 

9. To increase production of low cost housing to replace inade-~ 
quate and deficient housing and to reduce housing shortages. 

HOM Oeee mere Totirice levels. avoiding defiant ome 
flation, bearing in mind the necessity of maintaining an adequate rate 
of economic growth. 


11. To strengthen existing agreements on economic integration, 


with a view to the ultimate fulfillment of aspirations for a Latin Amer- 


ican common market. 
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fui effects of excessive fluctuations in the foreizm exchanze earnings 
derived from exports of primary products and to facilitate the uccess of 
Lacan AMerican exporvs vO international marries. 

In addition to the specific goals outlined above the United Statcs 
reaffirmed its pledge to come to the defense of any American nation whose 
independence is endangered. As confidence in the collective security of 
the Grant zation oF Imerican States spreads, it will be possible to devote 
to constructive uses a major snare of those resources now spent on whe in- 
struments of war. The United States also agreed to step uo its food-for- 
peace emergency program, help to establish food reserves in areas of re- 
current draught, help provide scnool lunches for children, and offer 
feed grains for use in rural development. Also the United States asreed 
to cooperate in serious case by casc examinations of commodity maricet 
problems to determine methods of stabilizing prices. 

Comprencensive plans covering the economic intepration of Latin 
America include methods of finance, the introduction of multi-national 
transportation and communication systems, methods for coordinating the 
national plans of the various economics, agreements for complementary pro- 
duction and provisions for telciing into account the special problems of the 
relatively less advanced countries. Plans concerning basic export commod— 
ities include enlarging markets, climinating restrictive tariffs, studies 
for new uses of commodities, strengthening of international commodity 
agreements, disposal of surpluses, etc. 

To implement these goals the Alliance embodies provisions for 


sweeping changes in almost every phase of the Latin American economies 
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ystems, etc. It further reiterates the need for compliance with the 
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requirements of the Act of Bogoté. The vrogvam will be implemented and 
administered througn the Organization of American Stetes, the Economic 
Commission for Latin America and the Inter-American Development Bank. 
Tne program has high prospects of producing the necessary changes 
by virtue of the administrative controls and planning required: The 
Inter-American Economic and Social Council has overall responsibility 
for planning and review of the program. Hach nation must formulate its 
own detailed plans which establish targets and priorities, insure mone- 
tary stability, establish machinery for vital social change, stimulate 
private activity and initiative and provide for maximum national effort. 
These plans must reveal the policies and machinery to be used in accom= 
plishing the aforementioned goals of the Alliance. The plans must be 
submitted to a special panel of nine experts attached to the Inter- 
American Economic and Social Council for review. This committee will 
study the program, recommend changes and report its conclusions to the 
Inter-American Development Benk and other governments and institutions 
that may be prepared to extend financial and technical assistance. The 
plans will be considered in the light of their consistency with the Act 
of Bogoté and the Alliance for Progress. The recommendations of the 
committee will be the basis for the allocation of resources. The Inter- 
American Economic and Social Council will review annually the progress 


made in the implementation of the plans and will submit such recommen- 


dations as it desires to the Organization of American States. The 








overall planning anc administration snould be of a very high order in- 
esmucn as the Inter-American Economic end Social Council, working with 
the Inter-American Development Bank and the Economic Commission for 
Latin America, can assemble the leading economists and experts of the 
hemisphere to help each country develop its own development plan and 
provide a continuing review of the progress made. 

If the Latin American nations are willing to make the necessary 
changes in their economic systems and if they are willing to commit the 
necessary internal resources to effect this program, then it appears 
that the goals of the Alliance will be achieved. Secretary of the Trea- 
sury Dillon has remarked that if this is done: 

The problem...will no longer lie in shortages of external capital 

but in organizing effective development programs so that both 

domestic end foreign capital can be put to work rapidly, wisely 

and well. 
If the necessary steps are taken, the flow of foreign investment capital 
will increase as confidence in the future of Latin America increases. 
These funds, as well as others that are or will be available through the 
United Nations or other interested individual nations, will be a vital 
supplement to those that will come through the Alliance. The planning 
machinery is available to provide for the first time an integrated and 
comprehensive program to utilize these resources in an effective manner. 
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Douglas Dillon, "The Freedom and Dignity of Man," Vitel Sneecnes, 
XXVII (September 22, 1961), 675. To Secretary Dillon goes the credit 
of negotiating both the Act of Bogot& and the Alliance for Progress. 





UPTIR V 
CONCLUSIONS 


Tne problems to be solved have been outlined, and the programs 
Fer vwneir solution have been summarized. The Alliance for Progress 
embodies the provisions and resources necessary for the solution of the 
economic and social ills of Latin America. t is a definite commitment 
on a long road which requires the Latin Americans to help themselves. 
The program as it is established is responsive to local needs through 
local planning and expert supervision. The problem that remains is to 
insure that the program gains the support of the Latin American people. 
To accomplish this, the program must operate to take advantage of the 
values and cultures that exist in each locality and at the same time 


promote the changes in avtitudes that are required. 


some Asnects of Imolementation 

Any aid program of the nature of the Alliance for Progress must 
take first things first. To gain the support of the people, the most 
pressing problems should be attacked first--those which will demonstrate 
some immediate gains to the recipients. The priority system of the 
Alliance is designed to accomplish this. 

In executing technical assistance programs the possibilities of 
direct contact with the people must not be ignored; stress should be 
placed on the needs of specific communities by making each project a 


focus of local activity. The main function of those administering the 
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The advantages of this anproech are numerous. While it may not be the 
most efficient method to build a school, a road or a sugar mill, it 
may have a beneficial effect on other communities. The spectacle of 
work going on may spur others to try their hand at a similar project. 
Another advantage of this type of project is that it may reduce the 
tradition of dependence--the lethargy of awaiting for the government to 
give the town a road or a4 school. 

The tendency to overbuild, initially, must be avoided. In the 
beginning a community may not absolutely need a modern building for a 
school, for instance. In some areas a clearing under a tree will suf- 
fice for a school if the teacher can be provided. The tendency to over= 
build has occured in the past. Testimony in a recent senate report 
points a finger at the Muyurina vocational school which was condemned 
as "an overbuilt, overequipped plant, years ahead of the need...and 
too expensive, too elaborate for Bolivia to ieee 
P97 naams, (Om fale OMe Cl bey De Lice 

eee Permanent Subcommittee on Investigations of the Commit~ 
tee on Government Operations, Administretion of United States Foreicn 


Aid Prosrems in Bolivis, Report no. 1030, 86th Congress, 2nd Session 
(Washington: Government Printing Office, 1960), 10-11. 
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A program suco as twnis will undoubvedly bring many undesireable 
overtures concerning the United States from the Latin American countries. 
4 is inevitable that many will feel injured in the process of change. 
This program is designed to cause a revolution—~a complete upheaval in 
the values and ways of life of the people. Judgements must not be made 
too early if the people appear to have mixed feelings about the United 
States. A conflict in the voices of the Latin Americans may be nothing 
more than the rustlings of the first stages of freedom. Lyman Bryson 
has stated it this way: 
& country under a dictator always speaks with one voice and has the 
look of either friendship or hostility, simple and evident. When 
Pa COuUntry 1S in’-a tumult of political change, it may sive forth con— 
fused noises of almost every emotional suggestion. But when a coun- 
cry 15 really free, or has made substantial steps toward freedom, 
it will always show a somewhat mixed attitude toward a neighbor. 

The next ten years, "the years of maximum effort and andneeeee 
will not be easy. The resistance to change will be great. Change 
begets change and often it will be difficult to determine the effects 
of one innovation. The construction of a new.factory can cause repur- 
cussions throughout the whole economy of a locality which may be hard to 
predict. It is for this reason that-~effort must be placed on the devel- 
opment of local leadership which will have an interest and a stake in 
what is taking place. 

There are some in our government who will become disillusioned 
when everything does not proceed smoothly as planned, but there are 
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Cue Sem CCeiasc UR Slee abet arc not fatal. Our problem centes 
on convincing all the classes of the Latin American veoole that these 
painful changes will be to their long run benefit. To oucte Assistant 
secretary of State Mallory: 


It should not be denied that there are sectors of Latin American 
society in which the change process is opposed and feared. Tra- 
ditional elites may feel that economic growth threatens them with 
displacement from their ruling positions. Indigenous societies, 
struggling against detribalization and other manifestations of the 
passing order, may see—and see correctly~~in economic development 
the destruction of an honored way of life. And some may feel cheat— 
ed of the promised benefits of growth, fruits of which in some cases 
come vo be misinterpreted or denied. 


Probability of Success 





It should be clear that the United Staves is embarldng on ea new 
and untried path of remarkable magnitude. The Alliance for Progress is 
not just another aid ee It is a planned revolution requiring that 
the bulk of the effort be provided from within the recipient nations 


themselves. Self help, a new concept in aid, is the basis for the pro- 


gram. : 

The program, as agreed to by the Latin American nations, is 
starting out on the basis of a common understanding of what must bos 
complished. The established machinery reguires that progress toward the 
goals of the agreement must be made in order to qualify for aid. Plan- 
ning on the basis of the needs of each locality is required, and these 


plans must be approved by a realistically constituted body which will 
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ar removed from wnat is commonly referred to as a "give away" 
progran. i1t has a high probability of success; because it is designed 
to produce independence of the Latin American nations, mostly through 
their own efforts. The program will give the people themselves a feel- 
ing of accomplishment and a stake in their future rather than promote 
continued dependence on others for economic aid. 

If this program succeeds, as it must if we are to approach the 
day when mankind will live in freedom and dignity, the people of the 
United States and the Latin American nations can feel justly proud of 
their accomplishments. The people of the United States have already 
seen what will result, if this program is not carried forth to its ulti- 
mate conclusion, in the recent events in Cuba. The whole of Latin Amer- 
ica is, in varying degrees, susceptible to the same fate; and many have 
started down the path which will eventually result in other Cubas. If 
this path is not reversed, the United States, which can afford more 
than all others to help mankind to achieve freedom from hunger, pesti- 
lence and despotism, will someday exist as an island in a world composed 
of nations dedicated to its destruction. 

The United States has historically found it in its own self inter- 
est to promote democracy and friendship within this hemisphere. Now more 
than ever before it is in the interests of the United States to make cer- 
tain that these goals are achieved. The alliance for Progress has finally 
provided the framework through which the people of this hemisphere can 
be bonded together in friendship, achieve social equity and economic 


progress, and promote and maintain democratic freedom. 
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